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REPORT  OF  Tin: 


MINERAL  ANI)  FOREST  LAND  TAXATION  COMMISSION 

TO  THE  GENERAL  ASSEMBLY, 

COMMONWEALTH  OF  PENNSYLVANIA, 

SESSION  OF  1933: 


The  Mineral  and  Forest  Land  Taxation  Commission  of  the  Common- 
wealth of  Pennsylvania,  respectfully  submits  the  following  report : 

At  the  Legislative  Session  of  1931,  the  following  joint  resolution 
(1931  P.  L.  1407)  was  duly  enacted: 


No.  357 

A JOINT  RESOLUTION 

Authorizing  the  appointment  of  a commission  to  study  investigate,  and 
report  upon  the  taxation  of  forest  and  mineral  lands,  and  the 
distribution  and  application  of  such  tax;  and  making  an  appropriation. 

Whereas,  The  present  method  of  taxation  of  forest  lands  and 
minerals  in  the  land  is  inequitable  and  not  fair  to  the  owner  thereof, 
and  a system  which  would  levy  a tax  thereon  based  on  the  value  of 
production  of  such  lands  might  prove  more  equitable;  therefore, 

Section  1.  Be  it  resolved  by  the  Senate  and  House  of  Representa- 
tives of  the  Commonwealth  of  Pennsylvania  in  General  Assembly 
met,  That  a commission,  consisting  of  two  Senators  to  be  appointed 
by  the  President  pro  tempore  of  the  Senate,  three  Members  of  the 
House  of  Representatives  to  be  appointed  by  the  Speaker  thereof,  and 
four  citizens  of  the  Commonwealth  to  be  appointed  by  the  Governor, 
to  be  known  as  the  Mineral  and  Forest  Land  Taxation  Commission, 
is  hereby  created  for  the  purpose  of  investigating,  studying  and  re- 
porting upon  the  existing  method  of  taxing  forest  lands  and  minerals 
in  the  land  and  any  other  and  more  equitable  method  of  collecting 
taxes  on  minerals  and  forests  and  ways  for  the  distribution  of  the 
proceeds  of  any  tax  or  taxes  proposed. 

Section  2.  Said  commission  shall  meet  and  organize  upon  the  call 
of  the  Governor,  and  select  one  of  the  members  thereof  as  its  chair- 
man and  one  as  vice-chairman.  The  commission  shall  have  power  to 
sit  after  the  adjournment  of  the  Legislature  and  to  hold  its  meetings 
at  such  times  and  in  such  places,  within  this  Commonwealth,  as  it 
may  deem  advisable.  The  report  of  the  said  commission,  including 
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the  draft  or  drafts  of  any  act  or  acts  of  Assembly,  deemed  necessary 
by  it  as  a result  of  its  study,  and  InvekfigaiiGn,  shall  be  made  to  the 
Legislature  of  one  thousand  nine  hundred  and  thirty-three  upon  the 
first  day  of  its  session  or  as  .soon  thereafter,  as ' possible. 

Section  3.  Said  commission  shall  have  power  to  employ  such  at- 
torneys, experts,  stenographers,  or  other  persons  as  it  may  consider 
necessary  to  assist  in  the  proper  performance  of  the  duties  imposed 
by  this  resolution,  and  to  fix  their  compensation.  The  members  of 
said  commission  shall  serve  without  compensation  for  their  services, 
but  shall  receive  all  necessary  traveling  and  other  expenses  incurred 
by  them  in  the  performance  of  the  duties  imposed  upon  them  by  this 
resolution. 

Section  4.  The  sum  of  ten  thousand  ($10,000)  dollars,  or  so  much 
thereof  as  may  be  necessary,  is  hereby  specifically  appropriated  for 
the  purpose  of  paying  the  expenses  of  the  members  of  said  commis- 
sion and  the  compensation  and  expenses  of  its  employes.  The  moneys 
hereby  appropriated  shall  be  paid  according  to  law,  upon  requisition, 
on  the  Auditor  General,  signed  by  the  chairman  or  vice-chairman  of 
said  commission. 

Approved — The  26th  day  of  June,  A.  D.  1931  in  the  sum  of  $5,000. 
I withhold  my  approval  from  the  remainder  of  said  appropriation  be- 
cause of  insufficient  State  revenue. 

Gifford  Pinchot 


I.  INTRODUCTION  AND  GENERAL  DISCUSSION 

Pursuant  to  the  foregoing  resolution,  the  following  persons  were 
appointed  members  of  the  Commission: 

By  the  President  pro  tempore  of  the  Senate  : Hon.  Chauncey  W.  Park- 
inson, Waynesburg,  Pa. ; Hon.  John  W.  Plowed,  Scranton,  Pa. 

By  the  Speaker  of  the  House  of  Representatives : Hon.  John  M.  Flynn, 
Ridgway,  Pa. ; Hon.  Elder  J.  Peelor,  Indiana,  Pa. ; Hon.  Thomas  B. 
Wilson,  Bradford,  Pa. 

By  the  Governor  of  the  Commonwealth : Mr.  George  W.  Hibbs, 
Uniontown,  Pa. ; Mr.  John  L.  Glenn,  Pittsburgh,  Pa. ; Dr.  Elmer  A. 
Holbrook  (Dean  of  the  University  of  Pittsburgh  Schools  of  Engineer- 
ing and  Mines),  Pittsburgh,  Pa.;  Dr.  F.  P.  Weaver  (Head  Department 
of  Agricultural  Economics  of  The  Pennsylvania  State  College),  State 
College,  Pa. 

The  members  of  the  Commission  met  with  the  Governor  at  Harris- 
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burg,  on  November  24,  1931,  after  which  it  organized  by  electing  lion. 
Chauncey  W.  Parkinson,  Chairman  and  Dr.  E.  A.  Ziegler,  Director  of 
the  Pennsylvania  Forest  Research  Institute  of  Mont  Alto,  as  Secretary 
of  the  Commission.  Subsequently  on  December  8,  1932,  the  Commis- 
sion employed  Homer  L.  Burchinal,  mining  engineer  of  Uniontown,  and 
Obed  K.  Price,  attorney  of  Pittsburgh,  and  they  participated  in  all  its 
deliberations  thereafter. 

After  its  organization  meetings  of  the  Commission  were  held  as 
follows : 

On  December  14,  1931,  an  executive  meeting  at  Harrisburg. 

On  January  14,  1932,  an  executive  meeting  at  Harrisburg. 

On  February  25,  1932,  a public  hearing  at  Washington,  for  special 
consideration  of  bituminous  coal  land  taxation. 

On  October  20,  1932,  a public  hearing  at  Scranton,  for  special  con- 
sideration of  anthracite  land  taxation. 

On  December  8,  1932,  an  executive  meeting  at  Pittsburgh. 

On  December  19,  1932,  a public  hearing  at  Pittsburgh  for  special 
consideration  of  taxation  with  respect  to  oil  and  gas  properties,  fol- 
lowed by  an  executive  session  on  December  20. 

On  January  3 and  4,  1933,  an  executive  meeting  at  Harrisburg,  and 
pursuant  to  previous  invitation  a brief  conference  was  had  with  the 
Governor. 

On  January  11,  1933,  an  executive  meeting  at  Harrisburg. 

At  the  public  hearings,  formal  papers  were  presented  on  different 
phases  of  the  particular  subject  under  consideration,  numerous  volun- 
tary suggestions  were  offered  and  specific  information  was  given,  and 
the  Commission  has  resorted  to  public  records  and  other  sources  of 
authentic  information  within  the  range  of  its  study. 

In  its  public  hearing's,  the  Commission’s  studies  have  been  confined 
to  the  taxation  of  anthracite  and  bituminous  coal,  petroleum  (oil),  and 
natural  gas,  on  account  of  the  fact  that  these  represent  the  principal 
mineral  resources  of  the  Commonwealth  and  the  further  fact  that  its 
other  mineral  resources  such  as  cement  rock,  limestone,  building  stones, 
slate,  clays,  shales,  iron  ore,  sand  and  gravel,  while  representing  valuable 
deposits,  do  not  present  such  general  problems  with  respect  to  taxation. 
Generally  speaking,  it  will  be  found  that  the  title  to  anthracite  and 
bituminous  coal,  petroleum,  and  natural  gas,  jyhere  such  minerals  are 
operated  commercially,  are  severed  and  held  distincr~fr&m-4lie"titles  to 
the  remainder  of  the  land,  while  in  the  case  of  other  mineral  resources, 
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the  titles  for  the  most  part  remain  unsevered  and  therefore  are  not 
separately  taxed  as  minerals.  The  Commission  accordingly  decided  to 
confine  its  inquiry  in  public  hearings  to  the  first  named  mineral  re- 
sources. Forest  land  taxation  was  considered  as  a subject  by  itself. 

The  taxation  of  mineral  lands  in  this  Commonwealth,  whether  or  not 
the  titles  thereto  are  severed  from  titles  to  the  surface,  is  the  taxation  of 
real  estate,  and  the  present  basis  for  such  taxation  is  assessments  based 
on  market  values.  A solid  immovable  mineral  deposit,  such  as  coal,  can 
be  easily  located  and  its  quality  and  its  extent  fairly  determined,  and  this 
has  been  done  within  the  regions  of  commercial  exploitation,  and  assess- 
ments for  taxation  purposes  of  such  deposits  have  long  been  established 
under  the  general  authority  of  the  laws  to  assess,  all  real  estate.  How- 
ever, it  has  been  recognized  much  more  difficult  to  measure  the  extent 
of  a deposit  such  as  petroleum  and  appraise  its  value  while  still  in  the 
land,  although  developed  commercially,  and  practically  impossible  in  the 
case  of  natural  gas. 

The  authority  of  the  Commission  as  set  forth  in  the  joint  resolution 
constituting  it,  suggests  that  a method  of  taxation  based  on  the  value 
of  production  of  mineral  and  forest  lands  might  prove  more  equitable 
than  the  existing  method  and  directs  the  Commission  to  study  the  exist- 
ing and  any  other  more  equitable  method  for  the  taxation  thereof. 

The  idea  of  a production  tax  for  mineral  and  forest  lands  has  been 
developing  for  some  time.  In  its  valuable  and  informative  report  filed 
with  the  General  Assembly  at  the  Session  of  1925,  the  Pennsylvania 
Tax  Commission  (headed  by  Hon.  Franklin  Spencer  Edmonds  and 
commonly  referred  to  as  the  Edmonds  Commission),  in  connection  with 
its  discussion  of  Local  Revenues  and  Taxation,  said: 

“(d)  The  methods  of  assessment  of  lands  containing  minerals 
and  metals  deserve  serious  study.  During  the  past  few  years  the 
assessments  of  coal  lands  have  been  materially  increased,  in  a large 
number  of  localities,  thereby  leading  to  a well-founded  complaint  that 
assessment  on  the  basis  of  market  value  ought  not  to  be  applied  to 
lands  containing  unmined  coal  and  other  minerals,  but  that  the  assess- 
ment should  be  based  upon  a combination  of  the  principles  of  market 
value  and  output.  This  question  has  been  carefully  considered  in 
some  of  the  western  states  where  similar  conditions  exist  and  the 
Commission  believes  that  the  methods  of  these  states  should  be  care- 
fully studied  with  reference  to  their  applicability  to  Pennsylvania. 

“The  same  arguments  apply  with  some  force  to  other  natural  re- 
sources, including  perhaps  timber.  The  case  of  timber  is  complicated 
by  the  distinction  between  mature  and  unmarketable  or  growing  tim- 
ber. There  is  the  question  whether  the  latter  should  not  properly  be 
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treated  simply  as  a crop.  The  output  or  yield  tax  as  applied  to 
timber  is  open  to  the  objections  of  irregularity  of  revenue  and  pos- 
sible arbitrary  regulation  at  the  time  when  the  timber  should  be  cut. 
No  matter  what  the  method  employed,  so  long  as  there  is  .excessive 
taxation,  the  practice  of  forestry  on  private  lands  will  be  restrained. 

“Further  study  of  the  theoretical  advantages  and  practical  objections 
of  taxing  natural  resources  on  the  basis  of  output  is  recommended." 
In  its  final  report  rendered  to  the  General  Assembly  of  1927,  the 
same  Commission  said: 

“In  view  of  the  importance  of  realty  in  the  plan  of  local  taxation 
special  attention  should  be  directed  to  the  fact  that  there  are  certain 
lands,  which,  if  assessed  at  fair  market  value,  will  probably  result  in 
a tax  burden  on  the  owners  too  heavy  for  successful  business.  Lands 
which  contain  coal,  oil  and  other  minerals  and  metals,  or  forest  lands 
which  are  devoted  to  the  raising  of  a crop  which  is  only  marketed  at 
long  intervals  belong  to  a special  class  and  should  be  so  treated. 
Many  of  the  States  in  which  a like  condition  exists  have  worked  out 
a plan  of  assessment  for  purposes  of  local  taxation,  in  which  the 
emphasis  is  laid  upon  the  output  of  the  land  in  determining  the  realty 
tax  basis.  Where,  for  instance,  the  surface  is  farm  land  but  there 
is  a valuable  bed  of  coal  underneath  the  surface  the  assessment  should 
be  based  upon  the  value  of  the  surface  for  farming  purposes  and  the 
output  of  the  coal  mine,  rather  than  the  market  value  of  the  coal  in 
the  veins.” 

The  Mineral  and  Forest  Land  Taxation  Commission  recognizes  the 
application  of  a tax  upon  production  in  substitution  for  the  present 
system  of  taxation  in  this  Commonwealth  as  not  only  more  equitable 
to  the  natural  resource  industries  but  as  otherwise  possessing  distinct 
advantages  to  such  industries  and  the  public.  The  Commission,  how- 
ever, has  reached  the  reluctant  conclusion  that  the  system  of  taxation  of 
real  estate  for  local  governmental  needs,  with  its  development  over  the 
life  of  the  Commonwealth,  and  with  the  taxing  power  vested  in  numer- 
ous small  governmental  sub-divisions,  and  with  the  adjustments  which 
natural  resource  industries  have  made  to  it,  presents  such  a complex 
situation  that  it  is  impracticable  to  hastily  introduce  a production  tax 
applicable  to  such  industries  or  at  all  without  radical  changes  in  the 
Commonwealth’s  taxing  system. 

The  adoption  of  such  a production  tax  in  a new  community  where 
natural  resources  have  not  theretofore  been  taxed  and  the  industries 
to  develop  same  have  not  theretofore  been  established,  would  present 
no  difficulties  comparable  with  those  existing  under  conditions  presently 
prevailing  in  this  Commonwealth. 
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The  advantages  of  such  a form  of  taxation  are  obvious.  It  would 
defer  levy  and  collection  of  the  tax  until  the  period  of  realization,  when 
the  return  from  production  would  afford  means  for  its  payment.  Re- 
lieving the  natural  resource  from  the  tax  burden  until  production  is  com- 
mercially and  economically  feasible,  with  the  production  tax  as  a factor, 
would  tend  to  a conservation  of  such  resource.  Until  the  period  of 
production  a natural  resource  enjoys  no  advantage  and  receives  no  bene- 
fit from  local  taxation,  such  as  other  classes  of  real  estate  do,  and  there 
is  therefore  no  sound  reason  for  it  so  to  be  taxed. 

The  Commission  believes  that  the  introduction  within  the  Common- 
wealth of  a taxing  system  which  combines  a moderate  assessment  upon 
present  worth  of  the  natural  resource  with  an  assessment  upon  output 
at  the  time  of  production  is  entirely  feasible,  and  recommends  its  fur- 
ther consideration,  but  it  is  not  prepared  at  this  time  to  recommend  its 
adoption  due  to  the  existing-  delicate  situation  affecting  both  industrial 
and  public  revenues  generally  and  other  practical  considerations  which 
are  involved. 

Among  the  practical  considerations  which  present  themselves  as  a 
present  objection  to  the  adoption  of  such  a tax,  the  following  are 
mentioned : 

(1)  In  states  and  countries  where  such  a form  of  taxation  is  in 
effect,  the  tax  is  levied  as  a state  rather  than  a local  tax.  Pennsylvania 
is  one  of  but  four  states  that  do  not  levy  a tax  for  state  purposes  on 
real  estate,  and  with  the  authority  to  levy  real  estate  taxes  distributed 
among  the  various  municipal  subdivisions  of  the  Commonwealth, — 
counties,  cities,  boroughs,  poor  districts,  school  districts  and  townships — 
the  introduction  of  a production  tax  presents  a very  complex  study. 

(2)  This  Commonwealth  was  a pioneer  in  the  development  of  natu- 
ral resource  industries  and  their  importance  within  its  borders  has  not 
materially  diminished.  Such  industries  have  developed  and  the  owner- 
ship of  the  natural  resources  in  the  land  has  become  vested  under  the 
system  of  taxation  above  set  forth,  so  that  any  change  jto  a production 
basis  should  have  very  careful  consideration  from  the  standpoint  of 
such  industries. 

(3)  Municipal  subdivisions  of  the  Commonwealth  presently  vested 
with  the  taxing  power,  have  based  their  policies  upon  their  power  to 
assess  as  real  estate  the  natural  resources  within  their  territorial  limits, 
and  have  incurred  indebtedness  on  the  basis  of  assessed  valuations  of 
which  such  resources  frequently  constitute  the  major  item,  so  that  a 
system  of  taxing  the  output  of  such  resources,  in  lieu  of  the  existing 
system,  would  do  violence  to  the  municipalities  from  which  there  is  no 
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output  unless  a carefully  devised  plan  of  allocating  the  tax  could  be 
introduced. 

(4)  In  devising  a plan  for  allocating  the  tax  to  the  present  munici- 
pal subdivisions  probably  nothing  short  of  a county  unit  would  be  feasi- 
ble, but  the  basis  for  the  allocation  among  the  subdivisions  of  the 
county  would  still  remain  a very  difficult  matter. 

(5)  The  rate  of  taxation  would  necessarily  have  to  be  determined 
by  the  municipal  unit  in  whom  the  taxing  authority  was  vested  but  with- 
out legislative  limitations  it  could  more  readily  be  abused  than  assess- 
ments under  any  existing  system. 

(6)  A production  tax,  even  if  based  upon  an  average  output  over 
more  than  the  year  immediately  preceding,  or  the  value  of  such  output, 
would  necessarily  involve  uncertainties  as  to  the  revenue  to  be  realized 
therefrom  and  of  the  tax  burden  which  the  producing  industry  would 
have  to  bear. 

(7)  A production  tax  would  fall  on  producers  to  the  exclusion  of 
non-produoing  owners  of  a natural  resource,  and  in  comparison  with 
existing  taxes,  more  heavily  upon  small  producers  who  generally  have 
small  reserves  of  such  resource  than  larger  ones  who  generally  possess 
larger  reserves. 

(8)  Applied  to  a given  or  all  natural  resources,  there  would  be  no 
advantage  either  to  the  producing  industry  or  the  public  in  merely  chang- 
ing the  form  of  taxation  unless  the  burden  thereof  itself  were  reduced. 

In  its  public  hearings  and  other  deliberations  the  one  insistent  demand 
presented  to  the  Commission  has  been,  not  different  taxation  but  less 
taxation.  Its  study  of  the  taxation  of  mineral  resources  has  involved 
the  consideration  of  the  taxation  of  real  estate  and  has  most  forcibly 
directed  the  Commission’s  attention  to  the  unbearable  burden  of  taxation 
which  real  estate  generally  is  called  upon  to  bear. 

The  basis  for  taxation  of  real  estate  in  this  Commonwealth  has  al- 
ways been  market  values.  While  assessments  have  not  always  reflected 
such  values  the  only  legal  basis  for  such  assessments  is  the  true  market 
value  of  the  property,  whether  it  be  a house,  a lot,  a farm,  a factory,  a 
tract  of  timber  land,  or  a mineral  deposit  such  as  anthracite  or  bitumin- 
ous coal  or  petroleum. 

This  basis  for  taxation  became  established  before  the  development  of 
the  mineral  resource  industries  and  before  the  separate  ownership  of 
the  mineral  deposits  became  prevalent,  and  by  decisions  of  the  Courts 
the  basis  of  assessment  was  extended  to  minerals  in  the  land  which, 
where  the  title  thereto  was  not  severed  from  the  surface,  were  taken 
into  consideration  as  adding  value  to  the  land,  and  where  severed  from 
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the  surface  were  assessed  separately.  As  the  mineral  resource  industries 
developed  to  the  gigantic  proportions  which  have  been  realized  in  this 
Commonwealth  and  as  they  passed  through  periods  of  prosperity  such 
as  prevailed  during  their  early  development  and  during  the  World  War, 
the  assessed  values  of  mineral  deposits  were,  based  upon  actual  selling- 
values  whether  speculative  or  otherwise,  raised  to  previously  undreamed 
of  levels  and  there  for  the  most  part  have  remained,  leaving  a crushing 
burden  of  taxation  upon  the  industries  which  largely  control  such  min- 
eral resources  in  the  regions  of  their  development  and  upon  the  individual 
land  owner  who  still  retains  same.  The  foregoing  is  particularly  true 
of  the  bituminous  coal  deposits  of  the  Commonwealth.  It  is  not  wholly 
true  of  anthracite  in  that  assessed  valuations  on  this  deposit  have  not 
been  materially  increased  since  around  1911,  although  due  to  increased 
millages  the  tax  burden  on  this  industry  has  since  been  greatly  in- 
creased. 

County,  school  and  municipal  subdivisions  wherein  such  mineral  de- 
posits lie  and  which  are  vested  under  existing  laws  with  the  power  to  tax 
same  for  their  municipal  needs  or  desires,  have,  by  reason  of  the  past 
advance  in  actual  values,  been  quick  to  advance  assessments  and  there- 
by increase  their  local  valuations  as  a basis  for  taxation  and  municipal 
indebtedness,  with  the  result  that  such  minicipal  subdivisions  have  built 
up  a basis  for  local  revenue  largely  upon  the  assessment  of  the  mineral 
resource  which,  at  least  until  its  development,  has  shared  no  part  of  the 
benefits  from  local  taxation. 

The  Commission  is  most  profoundly  impressed  with  the  need  for  the 
reduction  of  governmental  expenses  as  a relief  from  the  burden  of  taxa- 
tion generally,  and  particularly  with  the  need  for  the  reduction  of  such 
governmental  expenses  as  are  supported  by  the  taxation  of  real  estate. 
In  all  of  its  public  hearings  and  in  all  personal  contacts  by  members  of 
the  Commission  this  need  has  been  most  reiterated.  Suggestions  offered 
to  the  Commission  in  its  public  hearings  of  methods  for  reducing  the 
cost  of  county  and  other  local  municipal  governments,  deserving  of 
special  study,  were  the  following: 

1.  Reduction  in  the  cost  of  public  schools  by  lowering  salaries, 
combining  districts  to  make  larger  units,  even  making  the  county  the 
school  unit,  and  reducing  school  activities  not  a part  of  the  necessary 
curriculum. 

2.  Reduction  in  the  cost  of  highways,  through  a direct  reduction 
in  the  amount  of  money  spent  on  local  highways,  doing  away  with 
the  present  road  districts  in  favor  of  larger  units,  thereby  making 
possible  the  elimination  of  unnecessary  duplication  in  expensive  road 
equipment  now  not  being  used  to  full  advantage  by  the  small  units. 
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The  proposal  also  was  made  to  abolish  local  road  taxes  by  turning  over 
the  township  roads  to  the  State,  to  be  maintained  by  an  additional 
gasoline  tax. 

3.  Limiting  further  the  power  of  local  authorities, — county,  town- 
ship, school  and  poor  districts — to  increase  the  bonded  indebtedness 
of  the  units  under  their  control. 

4.  Combining  municipal  subdivisions  to  form  larger  units  of  local 
government  with  a consequent  doing  away  with  many  local  paid  ad- 
ministrators and  officers. 

5.  Reduction  in  cost  of  collecting  taxes,  by  eliminating  the  pres- 
ent fee  system  and  centralizing  the  tax  assessing  and  collecting 
agencies  in  fewer  and  larger  units.  The  proposal  that  there  should 
be  in  any  one  county  subdivision,  but  one  assessing  and  collecting 
agency,  instead  of  separate  school,  township,  and  poor  district  as- 
sessing and  collecting  agencies  as  at  present,  was  persuasively  urged. 
The  Commission  recognizes  the  difficulty  of  curtailing  municipal  ex- 
penditures to  meet  a commercial  depression  such  as  now  exists  and  the 
consequent  liability  of  the  tax  payer  to  continue  under  a burden  which 
he  might  have  'borne  in  more  prosperous  times,  but  at  the  same  time  is 
impressed  that  there  has  not  been  sufficient  effort  to  do  so  nor  an  ade- 
quate realization  by  governmental  authorities  generally  of  the  present 
crushing  burden  borne  by  real  estate  owners.  The  tendency  to  continue 
extravagant  expenditures  for  what  were  conceived  to  be  public  needs  in 
more  prosperous  times  has  been  too  persistent  and,  without  charging 
bad  faith  on  the  part  of  governmental  authorities,  there  has  been  too 
much  of  a tendency  on  the  part  of  those  controlling  its  various  activi- 
ties to  consider  each  respective  activity  as  of  such  public  necessity  as  will 
not  permit  of  any  retrenchment  in  the  expenditures  necessary  to  support 
same.  Many  counties  and  townships  are  most  insistent  that  the  improve- 
ment of  highways  shall  proceed  without  any  interruption.  Other  activi- 
ties to  which  they  have  become  committed  in  recent  years  are  also  re- 
luctantly and  but  partially,  if  at  all,  suspended. 

The  growth  in  local  expenditures  has  most  noticeably  extended  to  the 
public  school  system,  where  the  universal  approval  of  public  education 
lias  permitted  and  encouraged  excesses  that  would  have  otherwise  been 
checked.  In  many  communities  the  tax  burden  to  support  this  gen- 
erally worthy  cause  has  become  a staggering  one  on  account  of  over 
elaboration  of  buildings,  plant,  and  curriculum  and  the  imposition  by 
law  of  minimum  teachers’  salaries  and  increments  thereto. 

Specific  recommendations  of  the  Commission  covering  some  of  the 
above  enumerated  suggestions,  and  bearing  generally  upon  the  taxation 
of  real  estate  will  be  hereinafter  set  forth. 
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I lie  different  natural  resources  which  have  been  the  subject  of  specific 
individual  study  by  the  Commission,  call  for  individual  discussion  under 
the  following  respective  separate  headings : Anthracite ; Bituminous 
Coal;  Petroleum  (oil)  ; Natural  Gas;  and  Forests. 


II.  ANTHRACITE 

In  order  to  carry  out  the  purpose  of  the  Commission’s  work  in  connec- 
tion with  the  anthracite  industry,  the  Commission  held  a meeting  in  the 
City  of  Scranton,  on  October  19,  1932.  This  meeting  was  attended  by 
a representative  group  of  the  interested  citizens  of  the  anthracite  com- 
munity, including  delegations  from  the  various  chambers  of  commerce, 
taxpayers’  groups,  representatives  of  the  press,  county  commissioners, 
assessors,  civic  groups,  and  anthracite  operators.  The  views  of  these 
various  interests  were  presented  to  the  Commission  fully  and  adequately, 
both  formally  and  informally,  so  that  it  is  the  Commission’s  view  that 
it  has  been  made  acquainted  with  the  entire  situation  from  the  stand- 
point of  the  various  elements  of  the  region. 

The  anthracite  industry  is  the  chief  and  nearly  the  sole  basic  industry 
m five  counties  in  the  northeastern  part  of  our  State,  and  extends  into 
portions  of  other  counties.  It  includes  the  populous  counties  of  Lacka- 
wanna, Luzerne,  Schuylkill  and  Northumberland;  and  such  cities  as 
Carbondale,  Scranton,  Pittston,  Wilkes-Barre,  Hazleton,  Nanticoke, 
Pottsville,  Lansford  and  Tamaqua.  It  embraces  a community  with  a 
population  of  about  1,250,000,  and  affords  employment  directly  to  150,- 
000  workmen,  and  represents  an  investment  of  several  billion  dollars. 
Practically  all  the  commercial  and  industrial  life  of  the  region  centers 
around  this  industry. 

The  situation  with  regard  to  this  industry  has  undergone  a fundamen- 
tal change  in  the  last  few  years.  Anthracite  was  formerly  regarded  as 
a necessity  of  life  but,  by  reason  of  changing  conditions,  other  fuels  have 
been  found  which  offer  strong  competition  to  it  and  today  anthracite  is 
not  a necessity  but  must  fight  for  its  markets  in  keen  competition  with 
various  other  fuels.  The  result  has  been  a radical  falling  off  in  its  pro- 
duction. 

Anthracite  in  the  land,  like  bituminous  coal,  is  at  present  assessed  as 
real  estate.  While  production  and  earnings  have  decreased,  its  taxes 
have  not  measurably  declined,  and  taxation  today  constitutes  a menace 
to  the  solvency  of  the  business. 

The  reduction  of  taxation,  in  the  judgment  of  all  of  the  various  ele- 
ments of  the  communities  in  the  anthracite  region,  can  be  effected  best 
by  a reduction  in  the  cost  of  government,  and  such  reduction  would  re- 
flect in  reduced  taxes  not  only  to  the  owners  of  the  coal  hut  to  the  people 
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in  general  owning  real  estate  within  the  entire  region.  It  was  a revela- 
tion to  this  Commission  to  ascertain  the  extremely  high  cost  of  govern- 
ment in  some  of  the  municipalities  within  the  anthracite  region,  and  we 
are  impressed  with  the  necessity  for  a very  radical  reduction  in  that 
cost. 

All  elements  of  the  communities  unite  in  the  following  views : 

Such  taxation  for  local  purposes,  in  the  municipalities  in  the  region, 
as  the  coal  in  place  should  be  called  upon  to  bear  should  be  continued  as 
a tax  upon  such  coal  considered  as  real  estate.  Experience  with  an  ad 
valorem  tax  in  the  application  of  the  recent  State-imposed  anthracite 
tax  on  production  seems  to  indicate  that  such  tax  is  particularly  obnox- 
ious from  the  standpoint  of  the  purchasing  public.  Furthermore,  to 
change  the  present  method  of  taxation  might  require  a constitutional 
amendment,  not  deemed  advisable  at  the  present  time. 

They  offer  the  suggestion  that  numerous  municipalities  are  absolutely 
dependent  for  governmental  function  upon  anthracite  taxes  paid  by  the 
owners  of  the  coal  in  place  and  that  the  cost  of  such  government  could 
be  radically  reduced  if  economically  administered.  In  addition,  they 
have  convinced  this  Commission  that  legislation  should  be  enacted  re- 
ducing the  cost  of  the  collection  of  local  taxes  and  reducing  the  cost 
of  the  administration  in  the  various  municipal  bodies,  poor  boards,  and 
school  districts.  It  seems  to  be  common  practice  in  the  municipalities 
in  this  district  that  large  salaries  are  paid  to  officers,  such  as  secretaries 
and  treasurers,  who  are  members  of  the  various  councils,  boards  of 
supervisors,  school  districts,  and  poor  boards,  while,  as  a matter  of  fact, 
the  work  usually  connected  with  such  offices  is  performed  by  clerks  or 
by  banking  institutions  in  the  case  of  treasurers. 


III.  BITUMINOUS  COAL 

The  bituminous  coal  industry  is  one  of  the  oldest,  and  most  important, 
natural  resource  developments  of  the  Commonwealth.  Much  of  the  area 
of  thirteen  counties  in  Western  Pennsylvania  is  underlaid  with  bitumin- 
ous coal  and  in  nineteen  other  counties  deposits  underlie  part  of  the  area 
of  the  individual  counties.  The  principal  deposit  under  past  and  present 
commercial  exploitation  is  the  Pittsburgh  Seam,  having  its  outcroppings 
in  the  vicinity  of  the  City  of  Pittsburgh,  from  whence  its  name  is  de- 
rived, and  underlying  a large  part  of  the  counties  of  Allegheny,  Wash- 
ington, Westmoreland,  Fayette  and  Greene.  At  the  present  time,  in 
the  counties  of  Washington,  Westmoreland,  Fayette,  Greene  and  Indiana 
the  taxes  derived  from  the  assessment  of  coal  lands  is  the  major  in- 
dividual source  of  public  revenue  for  the  counties  and  their  respective 
rural  subdivisions  such  as  townships  and  school  districts.  Roughly,  the 
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south-western  part  of  Pennsylvania  west  of  the  Allegheny  mountain 
range,  due  to  the  commercial  exploitation  of  the  bituminous  coal  deposit 
and  the  development  of  its  taxation,  is  dependent  for  county  and  local 
government  revenue,  to  a large  extent,  upon  its  taxation  in  the  land. 
The  percentage  of  assessed  valuation  of  coal  lands  and  related  improve- 
ments to  total  assessed  valuation  of  real  estate  in  several  of  the  counties, 
for  1931,  was  as  follows: 

Percentage  of 

Total  Assessed  Assessed  Coal  Property 

Valuation  of  Valuation  of  to  Total  Real 
Real  Estate  Coal  Property  Estate  Assess- 
(Dollars)  (Dollars)  ment  ( Per  cent) 


Fayette  County  88,339,843  44,601,996  50.5 

Greene  County  54,065,083  *36,443,994  67.4 

Indiana  County  46,553,056  13,059,323  28.1 

Washington  County  . . 142,907,423  50,645,923  35.5 

Westmoreland  County  156,602,280  30,952,490  19.8 


*NOTE:  Does  not  include  related  improvements  hut  does  include  value  of  surface 

in  an  item  of  $2,264,772,  representing  assessment  of  coal  and  surface 
together. 

The  bituminous  coal  industry  of  the  Commonwealth  has  experienced 
several  periods  of  comparative  prosperity  and  depression,  the  most 
marked  of  which  were  the  period  of  prosperity  during  and  following 
the  World  War  and  the  period  of  depression  since  succeeding,  which  is 
at  present  at  the  lowest  level  yet  attained. 

The  assessed  valuations  of  coal  lands  went  up  with  the  last  period  of 
prosperity  to  the  highest  level  that  has  ever  been  attained  and  have  not 
been  reduced  materially  with  the  decline  in  the  industry,  so  that  at  the 
present  time  taxes  are  actually  paid  by  operating  companies  for  county, 
township  and  school  purposes,  to  the  amount  in  the  aggregate,  in  some 
townships,  of  more  than  $56.00  per  annum  per  acre  of  coal  therein. 
While  commercial  production  was  being  carried  on  at  a profit  the  pro- 
ducers were  able  to  pay  such  taxes  and,  with  the  attendant  prosperity  in 
the  industry,  farmers  and  other  individuals  owning  small  or  large  blocks 
of  coal  under  their  lands  in  the  same  localities  were  able  to  meet  the 
taxes  imposed  on  the  coal.  But  with  the  decline  which  has  been  under 
way  in  the  industry  for  the  past  six  or  eight  years,  these  taxes  have  be- 
come a burden  beyond  the  ability  of  both  the  small  and  large  owner  to 
continue  to  bear. 

The  decline  in  the  profit  from  production  has  led  to  a decline  in  pro- 
duction itself  and  a cessation  of  sales  of  coal  properties,  excepting  in 
distress  or  execution,  with  the  following  results : 

1.  Operating  companies  which  had  developed  their  properties  for  a 
large  annual  production  and  had  acquired  reserves  of  unmined  coal 
based  upon  such  development,  find  themselves  carrying  much  larger  re- 
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serves  than  the  present  production  warrants  which,  with  the  attendant 
tax  burden  and  other  carrying  charges  and  the  lack  of  profit  from  opera- 
tions, renders  their  position  most  perilous. 

2.  With  the  decline  in  industry  and  the  consequent  stagnation  in  the 
sales  of  coal  properties,  and  with  the  present  results  of  operations  show- 
ing an  actual  financial  loss,  market  values  of  coal  lands  (on  which  as- 
sessments for  taxation  are  deemed  to  be  based)  have  practically  ceased 
to  exist,  with  the  inevitable  result  (although  it  will  take  considerable 
time  for  such  result  to  be  registered)  that  the  municipal  subdivisions 
which  are  dependent  upon  this  source  for  taxation  will  find  themselves 
as  certainly  without  revenue  as  though  the  coal  had  been  mined  out. 

One  of  the  most  distressing  situations  which  developed  in  the  hear- 
ings of  the  Commission,  and  which  appears  to  exist  in  countless  cases, 
is  that  of  the  farm  owner  who,  due  perhaps  to  an  error  in  judgment  at 
the  time  the  opportunity  to  sell  was  presented,  or  due  to  the  decline  in 
the  industry,  is  still  left  holding  the  coal  under  his  land,  which  is  as- 
sessed at  the  same  value  as  surrounding  coal  and  added  to  the  value  of 
the  surface  as  a basis  for  his  taxation. 

The  decline  in  the  returns  from  agricultural  pursuits  has  left  such  a 
land  owner  caught  between  the  upper  millstone  of  a crushing  tax  on  un- 
productive real  estate  and  the  nether  one  of  the  fixed  Constitutional  rule 
of  uniformity  of  taxation,  from  which  there  is  no  escape  so  long  as  the 
present  method  of  taxing  coal  lands  like  other  real  estate  is  continued. 
There  are  undoubtedly  a vast  number  of  such  land  owners  who  will  not 
only  lose  their  coal,  but  their  farms  and  homes,  on  account  of  such  taxa- 
tion, unless  relief  is  afforded  them.  The  decline  in  industry  has  ren- 
dered the  possible  sale  of  coal  so  held  so  remote  that  there  is  practically 
no  hope,  within  the  period  of  the  present  or  the  next  succeeding  genera- 
tion or  two,  of  realizing  on  the  property  by  way  of  sale  to  an  operating- 
company. 

With  the  operating  companies,  the  present  rate  of  production  is  so 
reduced  that  the  normal  reserves  of  ten  to  twenty  years  ago  are  now  so 
far  abnormal  that  the  taxation  of  the  lands  for  the  period  that  they 
will  have  to  be  carried  before  realization,  renders  them  worse  than 
valueless  to  the  holders.  In  the  case  of  one  representative  company  it 
was  testified  that  its  1931  taxes  on  coal  properties  amounted,  over  a 
five-county  average,  to  25.87  cents  per  ton  of  production  and  the  1932 
average  would  be  69.83  cents  per  ton  of  production,  which  is  more  than 
fifty  per  cent  of  the  gross  value  of  the  product  at  the  mine.  Another 
company  reported  its  intention  to  abandon  a portion  of  its  reserve  coal 
lands  from  inability  to  continue  from  year  to  year  to  pay  the  taxes  im- 
posed thereon ; and  indirectly  reports  came  to  the  Commission  that  other 
companies  plan  to  take  similar  courses.  The  Commission  is  further  ad- 
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which  the  local  taxes  for  the  current,  and  in  some  cases  preceding,  years 
have  not  been  paid  and  these  lands  will  doubtless,  on  that  account,  soon 
pass  into  other  ownership  and  perhaps  to  the  counties  wherein  they  lie, 
in  sales  thereof  for  taxes. 

Especially  serious  are  the  conditions  reported  to  exist  in  Fayette 
County,  in  which  the  coal  area  ds  perhaps  the  most  highly  developed, 
due  to  the  early  intensive  development  of  the  coke  industry  in  that  lo- 
cality. The  older  high-cost-of-operation  mines  are  being  abandoned 
and  no  new  mines  are  being  opened,  and  the  production  from  the  exist- 
ing mines  decreases  constantly  the  reserve  of  unmined  coal.  The  de- 
velopment of  the  by-product  coking  processes  has  not  only  removed  this 
industry  largely  from  the  county  to  the  industrial  plants  which  use  the 
coke  and  gas  produced,  but  has  made  possible  the  utilization  of  other 
coals  in  place  of  that  for  which  this  county  was  famous.  Under  these 
conditions  not  only  the  commercial  but  taxable  valuation  of  coal  lands 
and  plants  is  decreasing,  with  a corresponding  decrease  in  taxes  re- 
ceived ; while  the  population,  attracted  to  the  mining  and  coke-producing 
communities  during  the  prosperous  years,  in  large  part  remains  with 
their  needs  for  school,  road  and  other  governmental  facilities  and  ex- 
penses incident  thereto  as  a burden  of  the  local  government.  Conditions 
such  as  these  might  have  been  in  a measure  foreseen  by  local  authorities 
but  could  not  have  been  wholly  foreseen  and  guarded  against. 

Bonded  indebtedness  has  been  incurred  by  the  county  and  other  muni- 
cipal subdivisions  in  the  bituminous  area,  based  upon  assessed  valuations 
of  which  coal  lands  constitute  the  major  part,  with  apparent  assurance 
on  the  part  of  the  local  authorities  that  taxes  derived  from  the  coal  lands 
guaranteed  the  due  and  proper  payment  of  such  indebtedness  and  with- 
out taking  into  account  the  decline  in  taxable  valuations  due  to  the  de- 
cline in  the  industry  which  has  taken  place,  or  to  the  extraction  of  the 
coal  through  mining. 

Thus  a condition  has  developed  which  is  fast  not  only  periling  the 
industry  itself  but  in  a measure  periling  the  local  municipalities,  which 
have  grown  to  depend  upon  the  coal  as  a source  of  tax  revenue.  The 
only  present  answer  to  this  situation  is  to  drastically  reduce  taxes 
through  drastic  reduction  in  the  cost  of  government  within  the  county 
and  municipal  subdivisions  where  such  situations  exist  and  such  relief 
of  both  the  industry  and  the  local  governments  as  may  be  afforded  by 
legislation.  Reduction  in  the  cost  of  government  alone  will  not  afford 
relief  due  to  the  fact  that  sinking  fund  and  other  irreducible  fixed 
charges  are  so  high  that  revenue  must  be  had  to  meet  them. 

In  order  to  give  a picture  of  the  relation  of  the  taxes  derived  from 
the  coal  lands  to  the  various  public  expenditures  within  a typical  county, 
the  Commission  has  selected  Washington  County,  which  has  large  acre- 
age of  both  developed  and  undeveloped  coal,  and  submits  the  following 
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analysis  of  the  revenues  of  that  county  and  their  appropriation  for  the 
year  1932 : 


Amount  Per  Cent 

Total  assessed  value  of  real  estate  and  occupations  $151,602,977.00  100.00 

Total  assessed  value  of  coal  properties  50,908,058.00  33.58 

Total  assessed  value  of  personal  25,528,563.00 


Revenues 

Total  tax  levied  on  real  estate  and  oc- 
cupations   $1,288,647.24 

Total  tax  levied  on  personal  102,114.31 

$1,390,761.55 

Less:  Abatements  52,913.46 


Net  Tax  $1,337,848.09  100.00 

Less:  Taxes  Delinquent  271,615.62  20.30 


Total  Taxes  Collected  $1,066,232.47 

Add:  Other  Revenues— 

Gasoline  tax  $103,853.97 

Delinquent  Taxes  of  prior  years  58,129.56 

Revenues  credited  direct  to  fee  offices  ....  109,159.86 

Miscellaneous  Revenues  23,885.02 

$295,028.41 


Total  Revenue  in  1932  $1,361,260.88  100.00 

Expenditures  and  Charges  to  Appropriations 
Retirement  of  funded  debt  . . . $150,000.00 
Interest  on  funded  debt  and 

loans  tax  187,625.00 

$337,625.00 

Interest  on  floating  debt  25,033.31 

— $362,658.31  26.64 

Maintenance  of  inmates  in  County  and  State  Institutions  $405,216.17  29.77 

Administrative  and  General  Expenses  492,473.10  36.18 

Road  and  Bridge  Construction  and  Maintenance  140,755.37  10.34 


Total  $1,401,102.95  102.93 


Deficit  $39,842.07  2.93 

In  order  further  to  give  a view  of  the  situation  existing  in  some  town- 
ships in  the  bituminous  field,  the  reports  of  three  such  townships  for 
the  year  1931  have  been  analyzed  and  the  data  set  forth  in  the  following 
schedules  obtained:  Township  No.  1 contains  a high,  although  not  the 
highest,  assessed  valuation  of  coal;  Township  No.  2 contains  one  of  the 
lowest  valuations  of  coal,  and  Township  No.  3 has  a low  assessment  and 
expenditure  for  highway  purposes  among  the  many  townships  in  the 
Western  Pennsylvania  bituminous  field : 


Township  No.  1 Amount  per 

Total  mile  of  roads 

Total  Assessed  Valuation  $7,355,025.00 

Total  Assessed  Valuation  of  Coal  Properties  $6,006,715.00 

Per  Cent  of  Coal  Properties  to  Total  Valuation  81.67% 

Miles  of  Roads 

Earth  26.  Mi. 

Improved  5.5  Mi. 

31.5  Mi. 

Total  Taxes  Levied  $73,550.25  $2,334.9 2 


Expenditures  for  Debt  Service 
All  Other  Expenditures  


$12,262.00  $389.27 

53,523.91  1,699.17 


Total  Expenditures 
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$65,785.91  $2,088.44 


Township  No.  2 


Amount  per 

_ , . , TT  , . Total  mile  of  roads 

Total  Assessed  Valuation  $1,760,707.00 

Total  Assessed  Valuation  of  Coal  Properties  $193*125.00 

Per  Cent  of  Coal  Properties  to  Total  Valuation  10.97% 

Miles  of  Roads 

Earth  93.3  Mi. 

Improved  3.1  Mi. 

96.4  Mi. 

Total  Taxes  Levied  $22,008.79  $228.31 


Expenditures  for  Debt  Service 
All  Other  Expenditures  

Total  Expenditures  


Township  No.  3 


Total  Assessed  Valuation  

Total  Assessed  Valuation  of  Coal  Properties  

Per  Cent  of  Coal  Properties  to  Total  Valuation  

Miles  of  Roads 

Earth  97.  Mi. 

Improved  

Total  Taxes  Levied  

Expenditures  for  Debt  Service  

All  Other  Expenditures  

Total  Expenditures  


$3,187.50 

16,270.50 

$33.06 

168.78 

$19,458.00 

$201.84 

Amount  per 
Total  mile  of  roads 
$860,575.00 
$315,620.00 
36.67% 

97.  Mi. 
$8,605.75 

$88.72 

$4,282.50 

2,059.98 

$44.15 

21.24 

$6,342.48 

$65.39 

While  a campaign  of  governmental  economy  is  strongly  urged  by  the 
Commission  to  meet  the  situation  with  respect  to  the  bituminous  mining 
industry  and  the  non-operating  owner  of  coal,  measures  for  immedi- 
ate relief  are  hereinafter  set  forth  in  the  recommendations  of  the 
Commission. 


IV.  PETROLEUM  (OIL) 

The  peculiar  characteristics  of  legal  title  to  petroleum  (oil)  and  nat- 
ural gas  in  the  land,  and  particularly  as  distinguished  from  similar  title 
to  coal,  should  be  noted  preliminarily. 

Oil  and  gas  holdings  are  usually  combined  in  the  same  owner.  This 
results  from  the  fact  that  in  the  early  days  of  development  gas  was  a 
by-product  of  operations  for  oil  and  to  some  extent  still  operations  may 
be  conducted  for  one  mineral  and  result  in  developing  the  other,  or 
both.  The  right  to  such  holdings,  when  separated  from  the  fee  or  land 
itself,  is  generally  secured  by  a lease  giving  the  lessee  the  right  to  both 
the  oil  and  gas  produced.  The  right  can  be  conveyed  in  fee,  for  a fixed 
consideration,  but  such  instrument  is  seldom  used.  If  conveyed  in  fee, 
the  title  of  the  grantee  to  the  oil  or  gas  is  identical  with  the  title  of 
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the  owner  of  such  mineral  deposits  as  coal,  clay,  or  other  solid  sub- 
stances. Due  to  the  uncertainty  as  to  the  existence  of  these  mineral 
deposits,  the  lease  is  the  accepted  form  of  securing  or  transferring  the 
right  to  prospect  for  and  remove  oil  and  gas. 

The  Supreme  Court  of  the  Commonwealth,  in  a case  construing  a 
so-called  “lease”  of  coal,  which  gave  the  right  to  enter  the  land  and 
mine  the  coal  to  exhaustion,  decided  that  such  an  instrument  amounted 
to  a conveyance  of  coal  in  place,  notwithstanding  that  it  was  called  a 
lease  and  required  the  payment  of  a consideration  described  as  rentals. 
Such  decision  has  since  been  consistently  followed  as  to  coal.  The  same 
Court,  construing  an  instrument  which  gave  the  lessee  the  right  of  going 
upon  land  and  searching  for  oil  and  gas,  one-third  of  which,  if  found, 
was  to  go  to  the  lessor,  decided  that  it  did  not  amount  to  a sale  of 
the  minerals  and  differed  from  a coal  lease  and  conferred  only  an  incor- 
poreal right  upon  the  lessee.  Apparently  on  authority  of  these  decisions, 
it  was  argued  before  the  Commission  that  an  oil  and  gas  lease  in  the 
hands  of  the  lessee  must  be  regarded  legally  as  but  a chattel  interest 
or  personal  property,  though  a coal  lease  in  similar  terms  was  to  be 
regarded  as  real  estate.  However,  the  Commission  is  otherwise  in- 
formed that  subsequent  lower  Court  decisions  in  the  oil  and  gas  pro- 
ducing counties  hold  that  the  usual  form  of  lease  effects  a sale  of  the 
mineral  in  place,  severs  it  in  title  from  the  surface,  and  renders  each 
assessable  to  their  respective  owners.  The  Commission  also  knows  with- 
in its  own  membership  that  the  custom  in  such  counties  is  in  accord  with 
such  lower  Court  decisions. 


The  production  of  petroleum  and  the  petroleum  industry,  as  it  exists 
now  throughout  the  world,  began  in  Pennsylvania  with  the  drilling  of 
the  famous  Drake  well  near  Titusville  in  1859.  Production  in  Pennsyl- 
vania increased  steadily  until  1891,  when  it  reached  31,424,000  barrels 
per  year,  following  which  there  was  a gradual  decline  until  about  1924, 
when  production  was  7,486,000  barrels,  when  the  process  of  flooding 
or  forcing  water  into  the  oil  sands  in  previously  developed  territory  was 
adopted.  This  process  has  increased  greatly  the  production  of  several 
districts  within  the  State,  particularly  in  the  Bradford  field,  and  has 
prolonged  for  many  years  the  life  of  the  oil  producing  industry  in  Penn- 
sylvania. The  1931  production  was  11,844,441  barrels. 

At  the  present  time  McKean  County,  of  which  Bradford  is  the  prin- 
cipal town,  produces  about  70%  of  the  oil  produced  within  the  Common- 
wealth, although  Venango,  Forest  and  Warren  Counties  are  important 
enough  to  derive  considerable  revenue  from  taxation  of  oil-producing 
properties.  In  several  counties  where  development  has  existed  for  many 
years  and  with  a present  commercial  production,  such  as  Butler,  Wash- 
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ington  and  Allegheny,  there  appears  never  to  have  been  a definite  taxa- 
tion policy  regarding  this  mineral. 

Pennsylvania  oil,  because  of  its  superior  lubricating  properties,  com- 
mands a higher  price  per  barrel  than  the  western  oils.  Were  it  not  for 
this  fact,  the  smaller  high-cost  producing  properties  in  this  State  would 
probably  have  been  abandoned  with  the  development  of  the  mid-contin- 
ent and- other  fields.  During  the  years  following  the  World  War,  Penn- 
sylvania crude  oil  commanded  a market  price  as  high  as  $5.00  per  barrel, 
whereas  the  present  price  is  about  $1.47  per  barrel. 

In  considering  the  taxation  of  this  mineral  deposit  in  the  land,  it 
should  be  remembered  that  at  the  present  time  the  Federal  Government 
levies  a tax  of  4c  per  gallon  on  lubricating  oils  derived  from  petroleum 
and  a tax  of  lc  per  gallon  on  gasoline,  while  there  is  at  present  a State 
tax  of  3c  per  gallon  on  gasoline.  Pipe  line  companies  which  are  largely 
owned  by,  or  affiliated  with,  oil  producing  companies,  pay  a Federal  in- 
come tax  amounting  to  4%  of  the  transportation  rate  charged,  so  that 
the  industry  and  its  commodities  are  not  unknown  in  the  field  of  taxation. 

However,  this  Commission  is  charged  only  with  studying  and  making 
recommendations  on  the  taxation  of  petroleum  in  the  land  before  it 
enters  the  pipe  line  for  the  market.  Since  McKean  County  at  present 
produces  the  major  part  of  the  petroleum  produced  in  the  State,  the 
taxation  of  oil  properties  in  that  county  is  most  important  and  probably 
has  there  received  the  most  attention. 

McKean  County  has  a population  of  55,167.  It  is  situated  in  a rough, 
mountainous  country,  with  little  agricultural  or  other  natural  wealth. 
Outside  of  a few  local  industries,  a large  part  of  the  population,  both 
rural  and  urban,  is  dependent,  either  directly  or  indirectly,  upon  the  oil 
industry.  In  1931  the  total  assessed  valuation  of  the  county  was  $32,- 
123,434,  of  which  $14,638,146,  or  45%,  was  assessed  against  the  oil  pro- 
ducing industry.  Total  production  in  the  county  for  1931  was  8,909,872 
barrels,  on  which  local  taxes  amounted  to  .0788  cents  per  barrel,  or 
3.89%  of  the  average  selling  price. 

As  has  heretofore  been  noted,  the  present  basis  for  the  assessment  of 
real  estate  is  market  value  and  petroleum  in  the  land  is  part  of  the  land 
and  is  assessable  as  real  estate.  It  is  comparatively  easy  to  arrive  at  the 
rvalue  of  surface  and  surface  improvements;  and  in  the  case  of  a solid 
mineral  deposit  like  coal  in  the  persistent  formations  in  which  it  exists  in 
the  fields  of  commercial  production,  no  insuperable  obstacles  in  arriving 
at  its  valuation  have  been  encountered.  A fluid  or  fugitive  mineral  de- 
posit like  petroleum  and  natural  gas,  however,  has  been  described  as 
“ferae  naturae”  by  the  Courts  in  determining  the  rights  thereto  between 
adjoining  land  owners,  and  therefore  incapable  of  definite  legal  owner- 
ship and  possession  until  brought  to  the  surface.  One  owner  striking 
a producing  well  on  his  own  land  may  draw  these  mineral  substances 
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from  under  the  land  of  his  neighbor  by  their  own  natural  flow,  even  to 
the  point  of  exhaustion,  without  liability  to  the  neighbor  therefor. 

Notwithstanding  that  a tract  of  land  containing  producing  oil  wells 
has  a value  as  real  estate  in  excess  of  a similiar  property  in  which  oil 
has  not  yet  been  developed  and  therefore  is  not  known  to  exist,  no  one 
can  say  with  any  accuracy  what  quantity  of  oil  the  land  will  produce  and 
therefore  what  value  should  be  placed  on  the  property  with  respect  to 
the  oil,  nor  on  other  property  in  the  neighborhood  with  prospective  or 
possible  oil  content.  It  is  probably  tor  this  reason,  and  also  because  of 
the  legal  situation  which  exists  between  the  owner  of  an  oil  and  gas 
lease  and  the  owner  of  the  land,  that  more  definite  and  consistent  at- 
tempts to  tax  this  mineral  deposit  in  the  land  have  not  been  made. 

In  McKean  County  a method  for  taxation  purposes  has  been  worked 
out  apparently  to  the  mutual  satisfaction  of  the  taxing  authorities  and 
the  petroleum  producers,  and  the  Commission  is  informed  that  the  same 
or  a similiar  method  is  used  in  six  other  counties  of  the  Commonwealth. 
While  at  its  public  hearing  some  very  conflicting  views  were  presented 
by  producers  and  representatives  of  the  taxing  authorities  of  the  county, 
the  Commission  understands  that  a producing  oil  property  is  valued  on 
the  basis  of  the  daily  oil  production  during  the  preceding  year  or  por- 
tion thereof  that  it  was  producing,  as  disclosed  by  reports  of  oil  received 
by  pipe  lines,  the  present  valuation  being  $600  for  each  barrel  per  day 
of  production.  That  is  to  say,  a well  producing  a barrel  a day  is  esti- 
mated to  give  a valuation  of  $600  to  the  oil  property  on  which  the  well 
is  situated.  Thus  the  average  production  of  a property  in  barrels  per 
day  multiplied  by  $600  gives  the  value  of  a producing  oil  property  for 
taxation  purposes,  and  the  county  and  other  local  millages  are  applied 
to  such  value  in  arriving  at  the  amount  of  taxes  payable  on  the  property. 
Some  of  the  producers  describe  this  as  a production  tax,  while  the  local 
authorities  stated  that  it  was  in  no  sense  a tax  assessed  on  the  oil  pro- 
duced, but  a tax  assessed  on  the  oil  property  as  land,  which  latter  ap- 
pears to  be  the  legal  aspect  of  the  method. 

While  the  Commission  is  impressed  that  there  are  existing  inequities 
between  the  taxes  thus  assessed  on  the  owner  of  property  which  is  pro- 
ducing oil  as  compared  with  an  adjoining  owner  on  which  there  is  an 
oil  development  that  is  shut  down,  and  as  between  the  owner  of  a small 
area  which  is  producing  and  the  owner  of  a larger  area  having  the  same 
number  of  producing  wells,  and  while  in  such  comparisons  it  may  be 
questionable  whether  the  method  meets  the  constitutional  requirement  of 
uniformity  in  taxation,  inquiry  develops  that  there  are  no  appeals  by 
the  oil  producers  from  the  assessments  thus  made  and  the  Commission 
is  impressed  that  the  method  of  valuation  is  the  best  which  can  be  ar- 
rived at  under  the  existing  conditions  with  respect  to  minerals  of  this 
character  and  the  laws  of  the  Commonwealth  governing  their  taxation. 
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The  Commission  is  also  impressed  that,  this  method  has  all  the  advan- 
tages and,  in  its  result,  all  the  esenntial  characteristics  of  a production 
tax. 

It  has  been  suggested  that  dormant,  unexhausted  oil  properties,  known 
to  contain  oil,  should  be  subject  to  higher  taxation,  but  this  suggestion 
is  met  with  the  uncertainty  attending  their  valuation  and  with  the  asser- 
tion that  production  would  thereby  be  forced  in  order  to  meet  the  tax 
burden,  and  this  would  be  undesirable,  particularly  in  the  present  over- 
production and  consequent  condition  of  markets  in  the  industry.  The 
Commission,  therefore,  does  not  believe  that  any  sustained  public  or 
private  benefit  would  result  from  taxing  at  a higher  rate  such  dormant 
properties.  It  is  also  stated  that  most  of  the  dormant  properties  in  which 
oil  has  been  developed  are  held  under  leases  by  producing  companies 
which  require  the  payment  to  the  land  owner  of  “delay  rentals”  in  lieu 
of  royalties  and  that  such  delay  rentals  are  a material  and  constant  source 
of  revenue  to  the  land  owner  and  enable  him  to  better  carry  his  proper- 
ties and  function  in  the  community,  particularly  in  regions  such  as  Mc- 
Kean County,  where  income  derived  from  agricultural  or  other  uses  of 
the  land  is  very  scant. 

When  Pennsylvania  crude  oil  was  commanding  a market  price  of 
from  $3.00  to  $5.00  per  barrel,  the  local  taxes  paid  by  the  oil  producer 
were  comparatively  small,  but  the  Commission  believes  that  with  the 
present  price  of  oil  fluctuating  below  $2.00  per  barrel,  the  tax  burden 
on  the  average  oil  producer  is  heavy  and  demands  relief.  Since  McKean 
County  depends  so  heavily  on  the  oil  industry  for  its  taxation,  it  does 
not  seem  possible  to  shift  the  burden  to  other  forms  of  real  estate. 
Here,  as  in  the  counties  producing  coal,  relief  must  come  through  lower 
cost  of  local  government.  The  problem  in  this  respect  is  essentially  the 
same  as  in  the  coal  producing  counties  and  the  suggestions  for  relief 
from  the  present  burden  do  not  differ  from  the  suggestions  made  with 
regard  to  such  coal  producing  counties. 

V.  NATURAL  GAS 

The  peculiar  characteristics  of  the  legal  title  to  natural  gas  in  the  land, 
as  distinguished  from  title  to  the  surface,  and  considered  as  a subject 
of  separate  taxation,  have  been  heretofore  treated  in  this  report  in  the 
preliminary  portion,  under  the  heading  of  Petroleum,  as  the  rights  to  the 
two  minerals  are  usually  severed  from  title  to  the  surface  and  joined 
in  the  same  owners  by  the  same  instrument.  While  some  differences 
may  exist  in  the  opinions  of  different  lawyers  as  to  whether  a usual  form 
of  lease  giving  the  right  to  explore  for  and  remove  natural  gas  so  long 
as  produced  in  paying  quantities  creates  a separate  estate  in  the  land, 
the  Commission  has  reached  the  conclusion  that  generally  speaking  and 
under  the  usual  form  of  lease,  natural  gas  in  the  land  exists  as  a separate 
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estate  in  the  lessee  and  is  taxable  as  such,  and  that  there  is  no  sound  rea- 
son for  any  other  conclusion  any  more  than  in  the  case  of  petroleum, 
bituminous  coal,  or  anthracite.  Admittedly,  however,  the  difficulty  of 
measuring  the  quantity  and  value  of  the  deposit  while  still  in  the  land 
is  greater  than  with  solid  minerals,  and  even  than  with  petroleum. 

Generally  speaking,  the  areas  producing  natural  gas  are  the  same  as 
those  producing  petroleum,  forming  a part  of  the  Appalachain  System 
extending  from  New  York  to  West  Virginia,  although  the  oil  areas  are 
more  pronounced  in  the  westerly  and  gas  areas  in  the  easterly  portions 
of  this  territory.  The  most  prolific  gas  fields  today  lie  in  Tioga,  Potter, 
McKean,  Elk,  Clarion,  Jefiferson,  Armstrong,  Allegheny,  Westmoreland, 
Washington,  Greene  and  Fayette  Counties. 

The  commercial  exploitation  of  natural  gas  and  its  distribution  in  the 
Commonwealth  has  for  many  years  been  one  of  its  important  industries. 
Beginning  with  its  first  use  on  a commercial  scale  at  Titusville  in  1872, 
its  introduction  as  a domestic  and  industrial  fuel  spread  until  consump- 
tion within  the  Commonwealth  reached  its  maximum  of  200,000,000  M. 
cubic  feet  in  1917,  when  it  gradually  declined  to  about  120,000,000  M. 
cubic  feet  in  1921.  This  drop  in  consumption  was  due  both  to  the  cut- 
ting off  of  large  industrial  consumers  and  the  substitution  of  gas  from 
by-product  coke  ovens,  especialty  for  steel  mills,  and  to  some  extent 
mixed  with  natural  gas  for  domestic  consumption. 

The  Commission  is  advised  that,  based  upon  figures  compiled  by  the 
U.  S.  Bureau  of  Mines  and  from  a summary  of  reports  filed  by  public 
utility  gas  companies  with  the  Public  Service  Commission  of  the  Com- 
monwealth, the  total  production  of  natural  gas  in  Pennsylvania  for  the 
year  1931  was  74,797,000  M.  cubic  feet.  Of  this  amount  11,555,000  M. 
cubic  feet,  or  about  15 %,  was  exported  to  Canada  and  the  states  of  New 
York,  Ohio,  and  West  Virginia.  On  the  other  hand,  there  was  imported 
into  Pennsylvania  from  West  Virginia  29,381,000  M.  cubic  feet,  which 
was  a little  over  39%  of  the  amount  produced  in  the  State.  The  total 
consumption  in  Pennsylvania  for  the  same  year  was  92,629,000  M.  cubic 
feet,  having  a value  of  47.8  cents  per  M.  cubic  feet. 

The  Commission  is  also  advised  that  there  are  86  natural  gas  com- 
panies reporting  to  the  Public  Service  Commission  in  Pennsylvania, 
two-thirds  of  which  are  classified  by  the  Commission  as  A-B  companies. 
These  86  companies  in  1931  produced  35,641,000  M.  cubic  feet  of  gas 
and  purchased  38,182,000  M.  cubic  feet  in  Pennsylvania  and  32,432.000 
M.  cubic  feet  outside  of  Pennsylvania.  Of  their  total  sales  of  108,432,- 
000  M.  cubic  feet  99,566,000  M.  cubic  feet  were  sold  in  Pennsylvania  and 
8,871,000  M.  cubic  feet  were  sold  outside  the  State.  These  86  companies 
held  under  lease  1,442,903  acres  of  unoperated  territory  upon  which 
they  paid  approximately  $1,106,570  In  delay  rentals,  (i.e.  rental  accruing 
prior  to  production).  The  smallest  companies  do  not  report  delay  ren- 
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tals  or  royalties  paid,  but  the  total  sum  includes  an  estimate  of  such  ren- 
tals based  on  the  average  rental  per  acre  paid  by  other  companies.  There 
were  also  held  under  lease  by  the  reporting  companies,  for  the  same  year, 
1,051,975  acres  of  operated  territory,  upon  which  were  located  13,884 
gas  wells  and  the  royalties  paid  on  such  wells  amounted  to  approximate- 
ly $1,481,223,  this  figure  also  including  an  estimate  at  the  average  rate 
per  well  for  smaller  companies. 

The  Commission  was  also  furnished  an  estimate  that  of  the  amount 
of  gas  purchased  by  reporting  companies  probably  two-thirds,  or  25,- 
454,000  M.  cubic  feet,  was  purchased  from  non-reporting  or  non-utility 
companies.  From  the  foregoing  figures  it  is  estimated  that  there  are  a 
total  of  $3,631,407  paid  as  royalties  and  $4,000,000  as  delay  rentals, 
distributed  widely  over  the  counties  of  Western  Pennsylvania  wherein 
gas  is  produced.  Domestic  consumers  are  given  at  613,531,  industrial 
at  1,800,  or  a total,  including  certain  miscellaneous  classifications,  of 
618,072.  By  applying  an  average  of  five  persons  to  a family  of  domestic 
consumers,  upwards  of  three  million  people  were  enjoying  the  use  of 
natural  gas  for  various  purposes. 

A few  years  ago  production  of  natural  gas  had  declined  to  such  an 
extent  that  the  distributors  sent  out  a warning  that  other  forms  of  fuel 
should  be  substituted  for  industrial  purposes  so  as  to  conserve  the  sup- 
ply for  domestic  consumption,  but  at  the  present  time  in  most  areas  of 
consumption  there  is  no  shortage  and  in  adjacent  producing  fields 
there  are  many  wells  held  tin  reserve.  The  last  important  developments 
are  in  Tioga  and  Potter  Counties,  the  discovery  well  in  Tioga  County 
coming  in  September,  1930,  and  the  discovery  well  in  Potter  County 
coming  in  in  December,  1931.  There  are  completed  in  Tioga  County 
72  wells,  of  which  38  are  producers  and  34  dry  holes,  the  average  depth 
being  4,000  feet  and  the  cost  of  drilling  each  about  $25,000.  In  the 
Potter  County  field  there  are  completed  8 wells  of  which  6 are  producers 
and  2 dry  holes,  the  6 wells  having  an  initial  aggregate  flow  of  78,000 
M.  cubic  feet  per  day.  The  depth  of  these  wells  is  approximate!}'  5,000 
feet  and  the  cost  of  drilling  each  $30,000. 

The  Commission  is  advised  that,  owing  to  its  remoteness  from  other 
consuming  territories  not  now'  supplied,  the  Tioga  and  Potter  County 
development  is  being  largely  exported  or  held  for  exportation  into 
communities  in  the  State  of  New  York. 

The  Commission  is  impressed  that  the  development  of  these  two 
latest  fields  indicates  that  probably  other  producing  territory  will  be 
found  in  the  Commonwealth  so  that  the  predicted  decline  to  extinction 
of  the  supply  and  the  industry  is  not  as  likely  to  be  realized  as  seemed 
probable  a few  years  ago. 

The  foregoing  roughly  summarizes  the  importance  of  the  natural  gas 
industry  within  the  Commonwealth.  The  Commission  recognizes  the 
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unusual  hazard  attending  the  producing  end  of  this  industry  and  the 
amount  of  capital  necessary  in  its  prosecution  and  that  no  action  should 
he  taken  by  governmental  authorities  that  would  tend  to  impede  or  dis- 
courage the  industry.  In  pursuing  the  inquiry  with  which  it  is  charged 
with  particular  reference  to  this  industry,  the  Commission  has  been  im- 
pressed, however,  that  it  occupies  a peculiarly  favored  position  with 
respect  to  taxation.  From  the  figures  hereinbefore  stated,  it  is  apparent 
that  a large  part  of  the  production  and,  of  course  the  entire  distribution 
within  the  Commonwealth,  of  natural  gas  is  by  the  86  companies  re- 
porting to  the  Public  Service  Commission.  It  may  be  fairly  assumed 
that  these  companies  are  organized  under  the  law  as  utility  or  public 
service  corporations.  Such  corporations,  by  decisions  of  the  Courts  of 
the  Commonwealth,  have  for  a long  time  enjoyed  exemption  from  local 
taxation  as  to  all  real  estate,  improvements,  and  works  necessary  and 
indispensable  to  the  exercise  of  their  public  franchises,  even  as  to  the 
holdings  of  producing  gas  lands.  Such  companies,  also,  are  as  yet  ex- 
empt from  the  gross  receipts  tax  imposed  generally  upon  corporations 
which  would  come  under  the  same  general  classification  of  public  serv- 
ice corporations.  In  its  first  report  hereinbefore  referred  to,  the 
Edmonds  Commission  recommended  the  extension  of  the  gross  receipts 
tax  to  a few  classes  of  public  utilities,  including  natural  and  manufac- 
tured gas  companies  Which  were  then  exempt,  and  the  Legislature  has 
since  followed  its  suggestions  as  to  several  classes  of  utility  companies 
theretofore  omitted,  but  has  not  as  yet  extended  the  tax  to  gas  companies. 
Owing  apparently  to  the  fact  that  utility  companies  which  own  gas  lands 
necessary  in  the  pursuit  of  their  public  service  are  exempt  from  taxation 
thereon  and  the  further  fact  that  it  is  difficult  to  measure  the  value  of 
a producing  natural  gas  property  other  than  on  the  basis  of  its  produc- 
tion, which  latter  method  has  not  yet  been  adopted  so  far  as  the  Com- 
mission has  been  able  to  ascertain,  natural  gas  in  the  land,  either  as  a 
part  of  the  realty  vested  in  the  same  ownership  or  as  a separate  estate, 
has  not  generally  been  the  subject  of  local  taxation  as  real  estate.  Thus 
the  Commission  finds  this  industry  practically  subject  only  to  taxes 
assessed  upon  capital  stock,  and  that  only  in  so  far  as  it  is  controlled  by 
corporations  or  joint  stock  companies,  while  other  industries  exploiting 
mineral  resources  are  all  subject  not  only  to  the  capital  stock  tax  but  also 
to  the  local  taxation  of  such  mineral  resource  as  real  estate. 


YI.  FOREST  LANDS 

It  is  axiomatic  that  the  46  percent  of  our  State  Land  area  which  is 
now  potential  forest  and  the  7 percent  of  idle  land*  impossible  to  farm 


*Over  two  million  acres  of  cleared  farm  lands  have  become  idle  since  1910. 
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any  longer,  must  be  put  back  into  thrifty  forest  crops.  A crop  of  trees 
takes  from  30  to  60  and  more  years  to  mature.  Taxes  during  the  grow- 
ing period  must  be  almost  nominal  to  permit  private  land  owners  to  pro- 
duce forest  crops.  To  this  end  in  1913  the  General  Assembly  enacted 
the  “Auxiliary  State  Forest  Tax  Laws”  permitting  forest  lands  to  be 
dedicated  to  growing  tree  crops  and  having  such  lands  pay  annual  taxes 
on  one  dollar  per  acre  assessment  during  the  growing  period,  and  ten 
percent  of  the  final  crop  as  a production  or  “yield”  tax.  The  State  may 
order  cutting  at  maturity.  The  State  pays  the  local  government  4 cents 
per  acre  to  help  cover  a deficient  tax  income  until  the  production  taxes 
begin  to  come  in  in  adequate  quantities.  In  general  these  are  satisfactory 
tax  laws,  but  there  are  two  inequalities  apparent  at  present.  First — 
merchantable  timber  now  is  generally  found  only  in  farm  woodlands  and 
is  denied  listing  as  “Auxiliary  State  Forest”.  It  pays  an  annual  tax 
based  on  full  value.  This  results  in  maximum  forest  land  taxes  of  from 
$.54  $7.40  per  acre  per  year,  in  eight  counties  surveyed  by  the  Com- 

mission. This  is  confiscatory  and  must  force  cutting.  All  forest  land 
dedicated  to  forest  crops  should  be  permitted  registering  as  “Auxiliary 
State  Forest,”  and  the  owners  be  allowed  to  select  the  time  of  cutting 
instead  of  being  subject  to  the  order  of  the  State  forest  officers.  This 
would  relieve  the  farm  real  estate  tax  burden  somewhat.  In  registering 
timber  lands  the  yield  tax  should  be  fixed  on  a sliding  scale  and  it  should 
pay  one-half  per  cent  for  each  year  registered  until  the  maximum  of 
10  per  cent  is  reached. 

The  second  inequality  is  the  penalty  imposed  on  township  governments 
when  forest  land  is  bought  by  the  State  for  State  forests  (now  1,608,000 
acres)  and  State  game  lands  (331,112  acres)  or  classified  as  “Auxiliary 
State  Forests”  (50,000  acres  to  date).  In  the  former  case  the  local 
government  receives  5 cents  annually  (2  for  roads,  2 for  schools,  1 for 
county)  from  the  State  in  lieu  of  taxes,  while  in  the  latter  the  con- 
tribution is  4 cents — 2 for  schools  and  2 for  roads.  The  5 cents  per 
acre  was  fixed  twenty-five  years  ago.  Since  then  local  government  costs 
and  private  forest  land  taxes  have  risen,  so  that  this  sum  is  no  longer 
adequate  (See  note  below).  Taxes  on  private  forest  land  now  average 
from  8.1  cents  to  51.0  cents  per  acre  in  8 counties  studied.  The  State 
payment  should  be  increased  to  8 cents  per  acre  (3  cents  added)  and 
divided  4 cents  for  schools,  2 for  roads,  and  2 for  county  purposes,  un- 
less the  State  removes  the  entire  township  road  tax  from  real  estate, 
in  which  case  it  should  be  four  cents  for  schools  and  two  for  county 
purposes.  This  payment  should  be  extended  to  the  “Auxiliary  State 
Forest”  lands  since  the  owners’  tax  is  reduced  to  3 to  6 cents  per  acre 
($1.00  assessment). 

There  are  373,000  acres  of  Federal  forest  land  in  the  Allegheny  Na- 
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tional  Forest,  on  which  the  State  pays  5 cents  per  acre  temporarily  in 
lieu  of  taxes  to  the  local  government.  A 3 cent  increase  in  lieu  of  taxes 
on  these  government  forest  lands  would  require  an  additional  State  ap- 
propriation of  about  $60,000  annually  (the  Game  land  contribution  is 
paid  from  Game  funds).  If  the  township  road  taxes  are  abolished  and 
the  State  tax  contribution  is  made  4 cents  for  the  schools  and  2 cents  for 
county,  the  additional  appropriation  would  be  $20,000  instead  of  $t>0,000. 

With  these  changes  the  Commission  believes  all  taxation  bars  to  pri- 
vate reforestation  in  Pennsylvania  are  removed. 


Note:  The  table  below  shows  that  the  present  average  annual  forest  land  tax 

per  acre  in  8 counties  varies  from  a low  oi  8.1  cents  in  Center  County  to 
51.0  cents  in  Crawford  County.  Further  the  State  purchased  in  the  period 
1930-32  247,000  acres  of  forest  land  in  24  counties.  This  land  in  the 
hands  of  the  former  private  owners  paid  an  average  annual  tax  of  10.9 
cents  per  acre.  On  acquisition  by  the  State  the  tax  income  was  reduced 
to  less  than  50%  by  payment  of  5 cents  per  acre  in  lieu  of  taxes  to  the 
local  government. 

ANNUAL  TAXES  PER  ACRE  ON  FOREST  LAND  IN  EIGHT 
PENNSYLVANIA  COUNTIES. 


Max. 

Lowest 

Highest 

Average 

Ave.  for 

County 

Per  acre 

Township 

Township 

for  all 

‘‘Unseated 

(Mereh.) 

Average 

Average 

Forest  Land  Land”  Alon 

Adams  

$4.25 

$.18 

$1.33 

$.325 

$*.20 

Center  

1.22 

.05 

.15 

.081 

.078 

Clinton  

7.40 

.04 

.20 

.086 

.086 

Crawford  

3.27 

.09 

.78 

.510 

— 

Elk  

.54 

.07 

.23 

.125 

.125 

Franklin  

5.51 

.05 

.81 

.136 

— 

Potter  

1.18 

.06 

.30 

.156 

.13 

Sullivan  

4.50 

.07 

.30 

.124 

.124 

*Approxiinate. 


VII.  CONCLUSIONS  AND  RECOMMENDATIONS  OF  THE 

COMMISSION 

From  its  survey  of  the  particular  subjects  of  its  inquiry,  outlined  in 
the  foregoing  portions  of  this  report,  the  Commission  has  reached  the 
following  conclusions  and  submits  the  following  recommendatoins : 

(a)  Anthracite 

The  Commission  finds  here  neither  a prosperous  nor  a contented  in- 
dustry, but  one  that  by  reason  of  its  training  and  the  experiences  at- 
tending its  development  is  self-contained,  although  oft-times  in  the  past 
and  now  beset  by  many  difficulties.  Its  attitude  toward  the  substitution 
of  a production  tax  for  the  existing  method  of  taxing  this  deposit  as  real 
estate  is  perhaps  actuated  by  its  recent  sad  experience  with  the  State- 
imposed  anthracite  tax,  which  in  Legislative  purview  appeared  to  be  en- 
tirely harmless,  and  makes  it  “rather  bear  the  ills  it  has  than  fly  to  others 
that  it  knows  not  of”.  There  is,  at  the  same  time,  a recognition  by  the 
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industry  of  the  need  for  continuing  the  present  tax  system  in  order  to 
support  the  local  government.  Tt  was  the  unanimous  request  of  all  rep- 
resentatives of  the  industry  heard  at  its  Scranton  meeting  that  the  Com- 
mission should  do  nothing  to  change  the  methods  of  taxation,  and  the 
Commission  makes  no  recommendation  with  respect  to  this  industry 
other  than  the  general  ones  looking  to  the  reduction  in  the  cost  of  local 
government  and  a reduction  of  taxes  on  real  estate. 

(b)  Bituminous  Coal 

The  deplorable  condition  in  which  the  Commission  has  found  this  in- 
dustry and  the  non-operating  holder  of  coal  lands  with  their  relation  to 
the  local  government  sub-division  in  the  bituminous  field  imperatively 
demands  tax  relief  in  order  to  avoid  the  possibility  of  a total  collapse. 
The  Commission  is  impressed  that  the  industry  and  non-operating  owner 
of  bituminous  coal  would  welcome  some  form  of  production  tax  if  it 
could  be  carefully  worked  out  so  as  to  avoid  the  objections  thereto  which 
have  hereinbefore  been  enumerated  and  so  as  to  render  certain  the  future 
of  such  industry  and  the  municipal  governmental  sub-divisions  which 
are  largely  dependent  upon  the  taxation  of  coal  lands  as  a means  of  need- 
ed revenu.e  In  its  public  hearing  on  bituminous  coal  the  opinion  was 
openly  expressed  by  some  of  those  attending  that  the  only  time  to  tax 
coal  is  when  it  reaches  the  top  of  the  ground.  However,  the  Commission 
recognizes  that  such  a method  of  taxation  requires  further  study  and  the 
return  of  more  normal  industrial  conditions  before  it  can  be  applied. 
The  Commission  has  concluded  that  the  immediate  means  of  affording 
bituminous  coal  relief  from  its  present  burden  of  taxation  is  to  afford 
real  estate  generally  such  relief,  and  as  particularly  needed  by  this  natu- 
ral resource  it  makes  the  recommendations  stated  in  its  general  conclu- 
sions in  the  following  portions  of  this  report. 

(c)  Petroleum  (Oil) 

The  Commission  is  impressed  that  the  oil  industry  within  this  Com- 
monwealth is  already  over-burdened  with  taxation  and  that  some  relief 
from  this  burden  should  be  afforded  it,  rather  than  that  it  should  be 
subjected  to  additional  taxation.  Under  existing  laws,  oil  lands  held 
by  operating  companies  for  the  most  part  are  legally  subject  to  taxation 
as  real  estate.  While  the  Commission  believes  that  a tax  upon  the  pro- 
duction itself  might  well  be  substituted  for  the  existing  system  of  tax- 
ing the  oil  in  the  land  as  real  estate  and  that  such  a production  tax  would 
more  readily  lend  itself  to  the  taxation  of  oil  and  natural  gas  than  it 
would  to  other  mineral  deposits  such  as  coal,  it  believes  that  the  substan- 
tial results  of  such  a method  of  taxation  are  being  accomplished,  appar- 
ently to  the  satisfaction  of  producers  and  taxing  authorities,  by  the 
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methods  employed  in  McKean  and  some  other  counties,  which  have  al- 
ready had  the  approval  of  the  Courts  in  decisions  rendered.  This  method 
has  some  doubtful  legal  features,  in  that  it  calls  for  valuation  annually 
rather  tran  tri-ennially,  and  might  offend  the  Constitutional  rule  of  uni- 
formity in  the  taxation  of  a producing  tract  and  exempting  a proven 
but  non-producing  one.  but  it  appears  to  be  the  most  practicable  method 
that  can  he  devised  without  a radical  change  in  the  taxing  system  appli- 
cable to  such  properties. 

From  facts  developed  in  the  public  hearings  of  the  Commission,  and 
information  which  it  has  otherwise  obtained,  the  Commission  believes 
that  local  authorities  have  not  adjusted  the  valuations  arrived  at  on  the 
basis  of  production  to  the  selling  price  of  oil  as  they  should  have  done, 
and  at  the  present  time  this  imposes  an  unjust  tax  upon  the  producer 
and  should  be  corrected.  The  annual  adjustment  of  valuation  to  pro- 
duction during  the  preceding  year  renders  this  readily  possible. 

The  Commission  desires  to  register  its  disapproval  of  the  invasion  by 
the  Federal  Government  of  this  field  of  taxation  in  the  imposition  of  the 
lc  per  gallon  gasoline  tax  and  4c  per  gallon  tax  on  lubricating  oils,  by  the 
Federal  Revenue  Act  of  1932. 

The  Commission  most  earnestly  believes,  in  common  with  a great 
many  other  persons  and  in  common  with  the  recorded  principles  enunci- 
ated by  a great  many  organizations,  that  such  taxes  upon  petroleum  prod- 
ucts, and  particularly  upon  motor  fuels  produced  therefrom,  should  not 
be  imposed  except  as  a means  of  revenue  for  the  improvement  and 
maintenance  of  the  public  highways,  and  that  the  imposition  of  such  a 
tax  is  peculiarly  the  province  of  the  several  states.  The  invasion  of  this 
field  of  taxation  by  the  Federal  Government  could  in  no  circumstances 
be  justified  as  a means  of  raising  general  revenue,  but  only  by  the  ex- 
penditure by  the  Federal  Government  on  the  highways  within  a given 
state  of  the  entire  proceeds  of  such  tax  collected  within  such  state. 

The  Federal  tax  of  4c  per  gallon  on  lubricating  oils  imposes  a very 
heavy  charge  upon  Pennsylvania  producers,  whose  oil  as  of  such  superior 
quality  that  it  is  largely  devoted  to  the  manufacture  of  lubricants. 
This  tax  was  probably  intended  as  a further  tax  upon  the  motorist,  but 
pleasure  cars  consumed  but  22%,  while  commercial  motor  vehicles  con- 
sumed 21%  and  industrial  plants  and  arts  consumed  the  remaining  53% 
of  such  lubricants.  On  the  lower  grade  oils,  such  as  used  by  railroads, 
this  tax  amounts  to  a sales  tax  of  40%,  while  on  some  other  grades  it 
amounts  to  as  much  as  a sales  tax  of  50%.  On  a minimum  yield  from 
crude  of  25%  of  lubricating  oil,  there  would  be  recovered  10.5  gallons 
from  a barrel  of  crude,  and  the  Federal  tax  on  lubricating  oils  would 
therefore  amount  to  42c  per  barrel  on  crude  oil  which  is  now  selling  at 
about  $1.47  per  barrel. 

The  Commission  recommends  that  the  General  Assembly  now  in  ses- 
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sion  bring  to  the  attention  of  the  National  Congress,  at  its  present  or 
forthcoming  session,  this  unjust  invasion  of  a field  of  taxation  occupied 
by  the  states,  by  the  imposition  of  the  Federal  tax  on  .gasoline  and  lu- 
bricating oils. 

(d)  Natural  Gas 

As  hereinbefore  indicated,  the  Commission’s  studies  have  led  it  to 
the  conclusion  that  the  natural  gas  industry  as  a whole  has  thus  far,  in 
this  Commonwealth,  escaped  its  just  share  of  taxation.  The  Commis- 
sion is  not  charged  with  the  duty  of  finding  new  sources  of  revenue,  but 
it  construes  its  functions  to  include  calling  attention  to  inequalities  that 
may  exist  in  the  present  taxing  system  so  far  as  affects  natural  resources 
and  suggesting  corrections  thereof.  The  Commission  is  informed  that  at 
several  past  sessions  the  Legislature  has  had  under  consideration  the 
imposition  of  a gross  receipts  tax  upon  natural  gas  companies  but  that, 
owing  to  the  complexity  of  the  situation,  legal  and  economic,  no  such 
tax  has  as  yet  been  imposed.  The  Commission  can  see  no  reason  why, 
considered  bv  itself,  a tax  on  the  separate  estate  in  natural  gas  in  the 
land  cannot  be  imposed  on  a value  arrived  at  on  the  basis  of  production, 
such  as  is  applied  to  the  production  of  oil  in  McKean  County,  but  is 
mindful  of  the  fact  that  under  existing  law,  so  far  as  this  separate  estate 
of  gas  in  the  land  is  controlled  by  utility  companies  and  is  necessary  to 
the  exercise  of  their  public  franchises,  it  would  be  exempt  from  local 
taxation,  on  the  apparent  theory  that  subjecting  the  properties  of  such 
public  corporations  to  assessment  and  consequent  sale  for  non-payment 
of  taxes,  would  possibly  defeat  the  corporate  purpose  to  serve  the  public. 

The  exportation  of  gas  from  the  Tioga  and  Potter  fields,  and  perhaps 
from  other  fields,  raises  the  peculiar  situation  of  one  of  the  Common- 
wealth's most  useful  natural  resources  being  produced  and  exhausted 
for  the  comfort  and  advantage  of  foreign  consumers,  without  either  the 
locality  of  its  production  being  benefitted  in  local  taxation  or  the  Com- 
monwealth receiving  direct  or  indirect  revenue  therefrom.  The  applica- 
tion of  the  gross  receipts  tax  to  corporations  engaged  in  producing  and 
exporting  gas  would  have  the  legal  limitation  that  it  could  not  be  applied 
to  revenues  derived  in  the  interstate  sale  and  transportation  of  the  com- 
modity, but  the  Commission  is  not  informed  just  what  the  -situation  is 
with  respect  to  the  Interstate  Commerce  rule  as  applied  to  the  most  re- 
cent exportation  into  New  York  State. 

However,  it  is  the  Commission’s  conclusion  that  probably  the  best 
means  of  meeting  the  situation  with  respect  to  the  ownership  and  pro- 
duction of  natural  gas,  and  its  distribution  within  and  without  the  Com- 
monwealth, would  be  by  following  the  recommendation  heretofore  made 
by  the  Edmonds  Commission,  of  subjecting  all  natural  gas  companies — 
or  at  least  all  that  are  utility  companies — to  the  gross  receipts  tax,  and 
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in  addition  thereto  by  subjecting  producing  natural  gas  properties  to  a 
local  assessment  as  real  estate,  based  upon  metered  production,  or  the 
production  thereof  to  a severance  tax  imposed  by  the  Commonwealth, 
with  the  possible  further  provision  that  a credit  be  allowed  on  the  gross 
receipts  tax  for  the  amount  of  local  or  severance  tax  paid,  to  the  extent 
that  the  gross  receipts  tax  is  derived  from  the  sale  of  natural  gas  as  to 
such  companies  as  may  also  be  engaged  in  other  lines  such  as  manufac- 
tured gas  or  electric  energy. 

(e)  Forest  Lands 

The  conclusions  of  the  Commission  with  respect  to  taxation  of  forest 
lands  are  summarized  as  follows: 

The  present  law  permitting  private  forest  land  dedicated  to  growing 
tree  crops,  to  be  classified  as  “Auxiliary  State  Forest’’  and  taxed  with  a 
low  annual  property  tax  and  a 10  per  cent  severance  tax,  affords  tax  re- 
lief to  private  lands  with  young  forest.  It  should  be  extended  to  cover 
merchantable  forest  with  the  severance  tax  placed  on  a sliding  scale — 
one-half  per  cent  for  each  year  of  classification  until  the  maximum  of 
ten  per  cent  is  reached  at  twenty  years  of  classification,  after  which  the 
severance  tax  remains  at  ten  per  cent  of  the  stumpage  value.  The  owner 
should  decide  the  marketing  time. 

The  State  should  increase  its  payment  in  lieu  of  taxes  from  5 to  8 
cents  per  acre  on  government  owned  and  “Auxiliary  Forest  Land”  more 
nearly  to  approach  the  taxes  paid  by  private  forest  land  of  the  same  type. 
The  payment  should  go  4 cents  per  acre  to  schools,  2 cents  to  roads  and 
2 cents  to  the  county.  In  case  all  roads  are  maintained  by  the  State  the 
payment  should  be  6 cents  per  acre,  4 cents  to  schools  and  2 cents  to  the 
county. 


(f)  Final  Conclusions  and  Specific  Recommendations 

As  herinbefore  stated,  the  Commission  and  its  individual  members  in 
all  contacts  made  in  the  study  of  the  subjects  referred  to  it  have  been  im- 
pressed with  the  disproportionate  burden  of  taxation  which  real  estate 
is  bearing,  and  numerous  suggestions  have  been  offered  particularly 
aimed  at  a reduction  of  local  governmental  expenses  in  order  to  relieve 
this  burden.  While  these  suggestions  fall  short  of  meeting  the  existing 
emergency  with  respect  to  the  taxation  of  real  estate,  the  Commission 
regards  some  of  them  as  of  such  merit,  although  of  minor  importance, 
as  justifies  them  being  made  the  subject  of  specific  recommendations. 
The  Commission  accordingly  recommends  the  following  specific  changes 
in  the  existing  law  or  methods  for  its  administration : 

(1)  Under  existing  law,  counties  are  responsible  for  all  property 
damage  claims  resulting  from  State  Highway  improvements.  Damage 
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costs  should  follow  all  other  costs,  and  it  therefore  is  recommended  that 
the  State  assume  all  liability  for  such  claims. 

(2)  Counties  are  now  responsible  for  all  bridges  on  State  highways 
exceeding  a ten  foot  span.  The  State  should  assume  responsibility  for 
all  bridges  on  State  highways. 

(3)  In  counties  of  the  first,  second,  and  third  classes,  property  is 
assessed  under  a centralized  authority,  whereas  in  other  classes  of  coun- 
ties it  is  assessed  by  many  elected  property  assessors.  In  the  interest 
of  uniformity  of  assessments,  it  is  recommended  that  in  the  latter  classes 
of  counties  the  assessment  of  property  also  should  be  made  under  a 
single  authority. 

(4)  The  elimination  of  the  fee  system  in  the  collection  of  taxes. 

(5)  The  review  by  the  Court  of  Common  Pleas  of  the  proper  county 
of  all  municipal  and  school  budgets  with  authority  to  modify  or  change 
the  same,  on  grounds  other  than  that  of  abuse  of  official  discretion,  upon 
the  petition  of  a taxpayer  within  the  particular  municipality  to-  which  the 
budget  under  review  relates. 

(6)  The  release  of  counties  from  the  mandatory  provision  of  the 
law  requiring  the  purchase  of  voting  machines. 

(7)  The  further  authority  or  requirement  for  the  appointment  of 
incorporated  banks,  both  State  and  National,  and  Trust  Companies  or 
any  corporation  duly  qualified  and  legally  authorized  to  transact  a 
fiduciary  business  within  the  Commonwealth,  as  municipal  treasurers, 
except  for  cities  of  the  first  and  second  class. 

(8)  The  reduction  in  the  charges  for  maintenance  of  inmates  in 
State  institutions  to  a level  comparable  with  similar  costs  in  County  in- 
stitutions. 

(9)  The  fees  and  charges  for  mileage  of  Justices  of  the  Peace  and 
Constables  that  are  charged  as  costs  in  summary  conviction  proceedings 
is  in  the  aggregate  a great  burden  on  Counties.  It  is  recommended  that 
such  fees  be  reduced  and  that  Counties  be  released  from  liability  there- 
for, either  by  requiring  the  placing  of  such  costs  on  the  prosecutor  or 
defendant  or  by  charging  same  to  the  municipality  electing  the  particu- 
lar officers  who  respectively  issue  and  serve  the  process. 

(10)  The  practice  of  personal  quarterly  returns  by  Constables  to 
the  Courts  of  Quarter  Sessions  imposes  a charge  for  fees  and  mileage 
that  is  out  of  proportion  to  any  advantage  realized  and  should  be  abol- 
ished and  in  lieu  thereof  such  returns  should  be  made  by  mail. 

(11)  Some  Boards  of  Viewers  in  Counties  not  having  a County 
Board,  greatly  increase  their  per  diem  costs  by  piecemeal  performance 
of  their  duties.  To  prevent  payment  of  per  diem  rates  for  trival  serv- 
ices, either  the  allowable  fees  should  be  reduced  or  a specific  allowance 
should  be  made  for  each  required  act. 
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(12)  The  County  salary  boards  should  have  control  of  all  salaries 
paid  to  appointed  County  employes. 

(13)  There  should  be  more  rigid  restrictions  imposed  by  law  on 
the  power  to  exonerate  taxes. 

(14)  Removal  of  limitations  on  the  consolidation  of  the  duties  of 
different  County  offices  in  the  same  person,  so  as  to  permit  such  con- 
solidations and  a saving  in  salaries  wherever  practicable. 

(15)  Abolition  of  fees  as  a compensation  dn  whole  or  part  to  County 
employes  and  the  substitution  of  fixed  salaries;  the  fees,  if  any,  charged 
under  the  existing  laws,  to  accrue  to  the  County  and  not  to  the  office. 

(16)  Provision  that  fines  for  automobile  violations  shall  accrue  to 
the  County  rather  than  the  State,  or  that  costs  for  prosecution  under 
such  laws  that  are  payable  by  the  County  shall  be  deducted  from  the 
aggregate  fines  for  which  the  County  must  account  to  the  State. 

(g)  Primary  Recommendation 

As  hereinbefore  indicated,  the  Commission  does  not  regard  the  fore- 
going recommendations  even  if  they  are  all  adopted,  as  measures  that 
will  afford  adequate  relief  for  real  estate  from  the  burden  of  local  taxa- 
tion. Previous  to  the  present  widespread  business  depression  and  even 
prior  to  the  marked  increase  in  public  expenditures  which  has  taken 
place  during  the  past  decade  and  a half,  it  was  recognized  that  real 
estate  was  called  upon  to  bear  a disproportionate  share  of  taxes.  With 
the  expanded  program  of  highway  construction,  public  schools,  and 
other  local  municipal  improvements,  the  greatly  increased  burden  upon 
local  governments  has  been  met  with  necessarily  greatly  increased  taxes 
upon  real  estate. 

Rising  values  during  the  early  post-war  period  justified  raising  the 
assessments  so  that  many  properties  of  all  classes  are  today  assessed 
above  normal  selling  values.  The  decline  in  business  activity  and  values 
generally  to  the  present  critical  state  of  depression  has  left  the  holders 
of  real  estate  and  real  estate  securities  in  such  a desperate  position  that 
the  Commission  feels  the  entire  economic  structure  is  threatened.  Real 
estate  which  has  been  always  regarded  the  basis  of  all  wealth,  and  mort- 
gage securities  which  have  been  regarded  the  standard  of  all  sound  in- 
vestments, have  never  perhaps  in  the  history  of  the  country  been  placed 
in  so  perilous  a position  as  at  present.  All  classes  of  society  are  affected 
by  this  situation  and  society  as  a whole  is  threatened  with  the  impend- 
ing results.  The  Commission  is  profoundly  impressed  that  the  situation 
calls  for  drastic  action,  and  while  it  is  primarily  charged  with  the  study 
of  methods  for  the  taxation  of  natural  resources,  its  study  has  neces- 
sarily led  it  into  the  field  of  taxation  of  real  estate  generally  and  there- 
fore the  consideration  of  the  particular  problem  as  connected  with  the 
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general  one.  While  it  would  prefer  to  make  specific  recommendations 
with  respect  to  the  particular  problem,  it  has  found  the  existing  situa- 
tion such  that  its  recommendations  primarily  relate  to  the  general  one, 
so  that  such  relief  as  may  he  afforded  by  its  suggestions  in  the  taxation 
of  mineral  resources  is  a relief  that  will  also  be  enjoyed  by  other  taxable 
real  estate. 

As  the  most  effective  and  immediate  means  of  relierdng  the  tax  burden 
upon  real  estate,  the  Commission  makes  the  following  primary  recom- 
mendation : 

That  legislation  be  enacted  to  take  away  from  local  authorities  the 
power  to  levy  taxes  upon  real  estate  for  the  future  construction  and 
maintenance  of  highways,  at  least  in  all  second  class  townships,  leaving 
any  such  municipalities  only  the  powder  to  levy  and  collect  taxes  for  the 
liquidation  of  existing  indebtedness.  Removal  of  the  burden  of  high- 
way construction  and  maintenance  from  real  estate  would  be  accom- 
plished either  by  having  the  local  highways  taken  over  by  the  State,  or 
by  having  the  State  allocate  funds  for  such  purpose  to  the  various  local 
municipalities  on  some  equitable  basis,  such  as  a combination  of  a flat 
rate  per  mile  of  roads  and  the  true  valuation  of  assessed  property  within 
the  municipality,  such  funds  to  be  expended  by  local  authorities  under 
some  form  of  supervision  either  by  the  State  Highway  Department  or 
by  the  existing  boards  of  County  Commissioners,  or  by  a County  Board 
composed  of  the  President  judge,  Chairman  of  the  County  Commission- 
ers and  County  Controller,  or,  where  there  is  no  controller,  one  of  the 
County  Auditors. 

In  modern  times  the  construction  and  maintenance  of  public  high- 
ways has  ceased  more  and  more  to  be  a local  matter,  so  that  this  recom- 
mendation is  in  line  with  a progressive  trend.  The  practical  details  of 
this  proposed  program  for  the  relief  of  real  estate  from  local  taxation 
are  somewhat  beyond  the  powers  of  the  Commission  to  study  and  report 
upon.  It  also  wishes  to  avoid  the  appearance  of  attempting  to  influence 
the  General  Assembly  by  specific  suggestions  embodying  the  exact  means 
of  accomplishing  this  its  primary  recommendation.  Such  means  it  leaves 
to  the  Commonwealth’s  law-makers  in  their  wisdom  to  devise,  but  with 
the  earnest  belief  that  the  end  to  be  accomplished  will  more  effectually 
restore  basic  values  in  the  present  distressed  times  than  anything  that 
the  Commission  can  recommend. 

As  set  forth  in  the  preliminary  portions  of  this  report,  the  Commis- 
sion feels  that  it  has  not  fully  completed  the  study  of  the  taxation  of 
natural  resources  on  a basis  of  production.  Lack  of  time  and  lack  of 
funds  as  well  as  what  appeared  to  be  the  immediate  practical  objections 
to  the  introduction  of  such  a method  of  taxation,  have  prevented  the 
Commission  from  extending  its  inquiry  and  analysis  of  the  subject  into 
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Dther  states  and  countries  where  such  method  is  followed  in  whole  or 
)art.  The  Commission  accordingly  recommends  that  its  study  of  meth- 
ads  of  taxation  of  natural  resources  on  a production  or  output  basis,  01 
on  a combination  of  such  basis  with  the  existing  or  some  other  basis,  be 
further  pursued  either  by  the  present  Commission  or  some  other  one  to 
be  authorized  and  empowered  thereunto  by  the  present  session  of  the 
General  Assembly. 

A complete  copy  of  the  Record  of  the  Commission's  public  hearings, 
together  with  Minutes  of  its  other  deliberations,  is  on  file  with  the  Sec- 
retary of  the  Commission,  where  it  will  be  rendered  available  to  those 
interested. 

Respectfully  submitted, 

C.  W.  Parkinson,  Chairman 

J no.  W.  Howell 

Thos.  B.  Wilson 

Elder  Pf.elor 

John  M.  Flynn 

John  B.  Glenn 

George  W.  Hibbs 

E.  A.  Holbrook 

F.  P.  Weaver 

E.  A.  Ziegler,  Secretary 
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